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INTRODUCTION

HE increasing cost and volume of international remittance transfers is an area of study that has garnered the attention of international organizations and domestic regulators alike. International
remittance transfers are "cross-border person-to-person payments of relatively low value ... [that] are typically recurrent payments by migrant

workers."' Although the individual transfers standing alone are generally low in value, in the aggregate these payments provide a significant
source of capital for developing countries. 2 The volume of remittance
payments transferred globally has been rapidly growing in recent years,
and these payments now represent
the largest source of external capital
3
for many developing countries.
The beneficial impact of remittance transfers on developing countries
can be hindered by potentially significant transfer fees imposed by financial institutions and money transfer operators. Although the worldwide
average cost of sending remittance payments is approximately 7.99 percent, transfer costs can approach 20 percent depending on the specific
transaction that is involved. 4 The World Bank and organizations such as
the European Commission have recognized the importance of remittances for developing countries and have accordingly committed them5
selves to reducing the high costs of transferring remittances.
Domestically, the Consumer Financial Protection Bureau (CFPB), estab1.

WOLD

BANK: COMM. ON PAYMENT AND SETI'I.FMINT SYSTEMS, GIENERAI

PRIN-

2 (2007), available at http://
siteresources.worldbank.org/INTPAYMENTREMMITTANCE/Resources/
NewRemittanceReport.pdf [hereinafter GENERAL PRINCII'LES].
CIPLES FOR INTERNATIONA

REMII'ANCE SERvicIEs

2. O1-i. FOR ECON. CO-OPERIATIONS AND Div. (OECD), INTERNATIONAL MIGRATION OUTLOOK: PART IIl INTIRNATIONAL MIGI.ANTr RLMII-ANCES AND THI-IIR

ROLE IN DEVELOPMENT 140 (2006), available at http://www.oecd.org/els/mig/
38840502.pdf [hereinafter ROLE IN DEVILOPMENTJ.
3. Dilip Ratha, Remittances: Funds for the Folks Back Home, INT'L MONETARY
FUND (IMF), http://www.imf.org/external/pubs/ft/fandd~basics/remitt.htm (last visited Feb. 15, 2015).
4. WORLD BANK: MIGRATION AND REMITI-ANciFs TEAM, DEv. PizosPl rs GROUP,
MIGRATION AND DiEvLLOPMENT

BRIEF: MIGRATION AND REMFrrANCE- Fi.ows:

RECENT TRENDS AND OUTLOOK,2013-2016 1 (2013), available at http://siteresour

ces.worldbank.org/INTPROSPECTS/Resources/334934-1288990760745/Migration
andDevelopmentBrief21.pdf [hereinafter RECINT TRENDS AND OUTLOOK]; Remittance Prices Worldwide, WORLD BANK, http://remittanceprices.worldbank.org/

(last updated Jan. 12, 2015) (stating that the most costly transfer corridors in USD
were from South Africa to Zambia, with an average cost of $21.51, and from
Tanzania to Rwanda with an average cost of $20.35 as of Feb. 15, 2015).
5. See generally Remittances Activities and Projects, WORLD BANK, http://web.world
bank.org/WBSITE/EXTERNALrfOPICS/EXTFINANCIALSEC'OR/EXTPAY

MENTREMMITFANCE/O,,contentMDK:20887531 -menuPK:2554329-pagePK:
210058-piPK:210062-theSitePK:1943138,00.html (last visited Feb. 15, 2015);
Workers' Remittances, EUR.

COMMISSION:

ECON. AND FIN. AFF.,

http://ec.europa

.eu/economy-finance/international/development-policy/remittance/indexen.htm
(last updated Feb. 15, 2015) [hereinafter Workers' Remittances].
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lished by Dodd-Frank, has also taken steps to comply with the World
Bank's commitment to reduce transfer fees. 6 The Remittance Transfer
Rule became effective on October 28, 2013, and the rule seeks to provide
new protections for consumers transferring remittances. 7 Among these
new protections are disclosure requirements, an error resolution procedure, and cancellation rights.8 Although the World Bank and the CFPB
have made significant strides toward improving disclosures and providing
other consumer protections, there is still progress to be made toward reducing the global average cost of remittance transfer fees.
The international and domestic commitment to improve disclosure and
reduce transfer costs will provide increased protection and reassurance to
immigrants seeking to send funds to their families. These efforts will also
significantly benefit the families of the immigrants and the recipient
countries as they stand to receive a substantial increase in remittance receipts if the efforts to reduce transfer costs are successful. The study of
the increasing cost and volume of remittances is important because the
high transfer fees are leaking much-needed money out of the economies
of underdeveloped countries, as well as from the pockets of the families
of migrant workers. The magnitude and severity of the problem is continuing to grow as the volume of international remittance payments increases each year. 9 The cost of transferring money varies both by country
and by the method of transfer. 10 It is estimated that the flow of remittance transfers through informal channels is approximately 50 percent
larger than through formal channels," and the hope is that improved consumer protections will drive consumers from the use of informal channels
to formal channels. 12 Many immigrants who move far from home in order to provide for their families are left feeling powerless and uneasy
about the process of sending their families the much-needed remittances,
especially when they must resort to using informal channels for the
13
transfers.
This paper will explore the importance of reducing the cost of transferring remittances worldwide and will analyze the efforts that have been
made toward achieving this goal. The importance of ensuring that consumers are informed about their decision to use a certain transfer mecha6. G20

INFO. CTR.,

G20

RESEARCH GROUP: 2011 CANNES G20 FINAL COMPLIANCE

REPORT 323 (2012), available at http://www.g20.utoronto.ca/compliance/
2011cannes-final/11-2011 -g20-compliance-final.pdf.
7. Remittance Transfer Rule (Subpart B of Regulation E), CONSUMER FIN. PROTIClION BUREAU
(CFPB), http://www.consumerfinance.gov/remittances-transfer-

rule-amendment-to-regulation-e/ (last visited Feb. 15, 2015).
8. Id.
9.
10.
11.
12.
13.

See RECENT TRENDS AND OUTLOOK, supra note 4, at 1.
ROLE IN DEVELOPMENT, supra note 2, at 151.
Ratha, supra note 3.
See ROLE IN DEVELOPMENT, supra note 2, at 152-53.
See Nick Rathod, Remittance Transfer Rule: A Personal Perspective, THE WtrrE
HOUSE: INITIATIVE ON ASIAN AM. AND PAC. ISLANDERS (Mar. 26, 2012,2:05 PM),

http://www.whitehouse.gov/blog/2012/03/26/remittance-transfer-rule-personal-per
spective-0.
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nism and are aware of the fees that are involved with the transaction will
also be discussed. Part II provides background information about remittances and explains the growing magnitude of remittance transfers in recent years. Part III provides information about the variety of
mechanisms that are available for transferring remittances. Part IV provides specific information about the international efforts by the World
Bank, the European Commission, and other foreign organizations to
lower the cost of remittance transfers, and Part V describes the efforts of
the CFPB to comply with the World Bank's commitment to reduce fees.
Part VI analyzes the effectiveness of the efforts by the World Bank and
the CFPB to reduce costs by improving transparency and discusses alternative methods of transferring remittances that could result in lower fees
for consumers.
II.
A.

BACKGROUND

WHAT ARE REMITTANCE TRANSFERS?

Remittances are defined as "cross-border person-to-person payments
of relatively low value" that are generally recurring payments made by
migrant workers. 14 In an informal sense, they represent household income derived from foreign economies due to the temporary or permanent relocation of people to these economies.15 From a formal
perspective, the definition is based on specific items included in the balance of payments. 16 Remittances are funds sent by immigrants who have
relocated to a foreign country permanently, as well as funds sent by seasonal or short-term laborers who are not permanent residents in the
countries where they are employed. 17 The remittance sender population
is generally made up of recent immigrants with little education who work
as laborers for low wages and are unfamiliar with both the banking systems in the countries where they work and in their home countries.' 8 The
remittance payments that these immigrants send back home are the
''monetary expression of a profound human bond between people who
come to [places such as] the United States to work for long hours at low
wages and the families they left behind." 19
The balance of payments is "a statistical statement that summarizes
transactions between residents and nonresidents during a period. ' 20 The
14. GENERAL PRINCIPLES, supra note 1, at 2.
15. IMF, INTERNATIONAL TRANSAC'ONS IN REMITIANCES,

GUIDE FOR COMPILERS

AND UsiRs 1 (2009), available at http://www.imf.org/external/np/sta/bop/2008/rcg
pdf/guide.pdf [hereinafter GuiDE 1O1 COMPILERS AND USERS].
16. Id.
17. Id.
18. Roberto Suro et al., BILLIONS IN MOTION: LATINO IMMIGRANTS, REMI-F-ANCES
AND BANKING, 2, 4 (2002), available at http://pewhispanic.org/files/reports/13.pdf
[hereinafter BILLIONS IN MOTION].

19. Id. at 2.
20. IMF, BALANCE

OF PAYMENTS AND INTERNATIONAL INVESTMENT POSITION MANUAL, SIXTH EDrON (BPM6) 9 (2009), available at http://www.imf.org/external/

pubs/ftfbop/2007/pdf/bpm6.pdf [hereinafter BALANCE OF PAYMENTS].
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primary components of remittances from a balance of payments perspec21
tive include "compensation of employees" and "personal transfers.1
Many countries are beginning to use this new definition of remittances as
set forth in the Sixth Edition of the IMF Balance of Payments and International Investment Position Manual (BPM6). 22 Under this definition,
compensation of employees consists of the income of both "border, seasonal and other short-term workers who work in an economy where they
are not a resident.. ." as well as the income of "resident workers who are
employed by a nonresident entity."'23 Personal transfers are made up of
"all current transfers in cash or in kind made or received by resident
households to or from nonresident households. ' 24 The definition of remittances does not expressly refer to the transfer of funds between family
members living in different countries, but it is recognized that remittances
are often sent by migrants seeking to support their relatives in their home
25
country.
B.

THE HIGH COST OF SENDING INTERNATIONAL REMITTANCES

The cost of transferring remittances is generally high as a result of a
variety of factors. These factors include a lack of financial infrastructure
in developing countries, limited competition, regulatory requirements,
difficulty in gaining access to the banking sector by remittance senders
and receivers, and a lack of transparency. 26 The decision regarding the
best method of transfer to use depends on an analysis of these factors and
the fees charged by the transferring banks or other agents involved in the
transaction. 2 7 The cost of transferring remittances typically involves a fee
charged to the sending party to transfer the funds, a margin that is taken
on the exchange rate when the funds are converted to different currencies, and at times, a fee charged to the recipient. 28 The fees charged to
the recipient party are referred to as lifting fees, and these additional fees
2 9
can approach 8 percent of the value of the transaction.
Another reason why the cost of sending remittances is high is because
of the regressive structure of the fees charged by many transfer providers. 30 Many remittance transfer providers charge flat fees, and migrant
workers typically end up paying much more per dollar sent than individu21. GuiiIE, FOR COMPILERS AND UsiRs, supra note 15, at 19.
22. REcENT TRENDS AND OUTLOOK, supra note 4, at 4.

23.
24.
25.
26.
27.
28.
29.

UsERs, supra note 15, at 19.
Id. at 20.
Id. at 21.
Remittance Prices Worldwide, supra note 4.
See id.
Id.
RICENT TRENDS AND OUTLOOK, supra note 4, at 7.
GUIDE FOR COMPILERS AND

30. See TrlE WORI D BANK, GLOBAL ECONOMIC PROSI'Escis 2006: ECONOMIC IMPiLICATIONS O7 REMrIIrANCES AND MIGRATION 136-38 (2005) available at http://

econ.worldbank.org/WBSITE/EXTERNAL/EXTDEC/EXTD ECPROSPECTS/0,,
contentMDK:23102066- pagePK:641 65401 -piPK:641 65026-t heSitePK:476883,00
.html [hereinafter

GLOBAL ECONOMIC PROSPECTS].
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als transferring larger amounts of money. 31 The top three international
money transfer operators charge flat fees of up to eighteen dollars for
each transfer. 32 If a sender could only afford to transfer fifty dollars to a
relative in their home country, an eighteen-dollar fee would represent 36
percent of the total value transferred. Most immigrants who are sending
remittances typically send relatively small amounts, often less than two
hundred dollars, at regular intervals to support the basic needs and living
expenses of their family members. 33 Immigrant workers are not able to
take advantage of the cost savings and economies of scale that could be
achieved by bundling transfers because they send what little money they
earn to their families to allow their relatives to pay bills and other living
34
expenses on a monthly basis.
Many immigrants continue to face high fees because they primarily use
international money transfer companies that are relatively expensive
compared to banks and credit unions. 35 A report on the remittance sending practices of Latino immigrants in the United States found that the
majority of immigrants transferring remittances use private money transfer companies such as Western Union and MoneyGram. 36 One immigrant reported being charged seventeen dollars in taxes and fees to
transfer fifty dollars using Western Union. 37 The study found that the
senders continue to use these international transfer companies despite
concerns that they are paying excessive fees and exchange costs because
this method is convenient, senders are familiar with it, and it is simple
compared to using formal banking mechanisms. 38 As will be discussed in
further detail, immigrants must overcome a variety of obstacles in order
to transfer funds using formal mechanisms such as banks or credit unions.
Even though the transfer fees charged by banks and credit unions are
lower relative to fees charged by money transfer companies such as Western Union, these fees are still higher than the costs incurred when sending
funds using informal mechanisms. 39 Many immigrants resort to using informal methods because the associated costs are estimated at 3 to 5 percent of the total value sent, compared to costs of up to 17 percent when
31.

See UNITH
TAINING

NATIONS DEV. PROGIRAMME, TOWARDS HUMAN RESIILIENCE: SUSPROGRESS IN AN AGE OF ECONOMIC UNCERTAINTY 135 (2011),

MDG

available at http://www.undp.org/content/dam/undp/library/Poverty%20Reduction/

32.
33.
34.
35.
36.
37.

TowardsSustainingMDGWebl005.pdf [hereinafter TOWARDS HUMAN
IENCE]; BILLIONS IN MOTION, supra note 18, at 9.
ToWAROs HUMAN RESII.IENCIE, supra note 31, at 135.
BiLLIONS IN MOTION, supra note 18, at 9.

REI-si

Id. at 7-8.
Id. at 5.
Id.
Id. at 9.

38. Id. at 16-17.
39. Emmanuel Rocher & Adeline Pelletier, Migrant Workers' Remittances: What is the
Impact on the Economic and Financial Development of Sub-Saharan African
Countries?, 174 BANOUE DL FRANCE BULLETIN DIGEST, 10 (2008), available at
http://www.banque-france.fr/fileadmin/user-upload/banque-de-france/Eurosys
teme et international/D74_migrant.pdf.
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40
using formal channels.

C.

THE IMPORTANCE OF REDUCING REMITTANCE TRANSFER COSTS

A global effort to focus on the problem of high remittance transfer
costs is important primarily because any reduction in cost would allow
poor immigrants to provide more money to their families in their home
countries. 4 1 Institutions such as the World Bank and the Bank for International Settlements view remittance transfers as an important anti-poverty tool. 42 Many recipients of these transfers rely on the incoming funds
to pay for basic necessities such as food, electricity, clothing, and education. 43 Remittance transfers are also important because they have a significant positive impact on developing countries at both the
microeconomic and macroeconomic levels. 44 Research has found that a
10 percent increase in remittance flows can reduce the level of poverty
per capita by 1 percent. 45 Remittances have directly reduced poverty and
inequality by increasing the disposable income of recipient households in
regions such as sub-Saharan Africa.46 The receipt of remittance transfers
has been tied to "increased household investments in education, health
and entrepreneurship-all of which have a high social return in most circumstances. '' 47 From a macroeconomic sense, these capital inflows can
also play an important role in the economic development of recipient
countries when used to increase consumption or investment. 48 The positive effect of remittances is multiplied to promote growth when remittances are used to purchase goods and services produced in the
recipients' home countries. 49 Remittances are also used to service debt
and to increase the foreign exchange reserves of these recipient countries. 50 Many governments around the world currently view remittances
"to be of high policy interest and wish to analyze their impact on eco'5 1
nomic development and security."
The international focus on solving the problem of high remittance costs
is timely because remittance flows to developing countries continue to
increase every year, and the importance of reducing the costs associated
with these transfers is therefore greater than ever before. The amount of
remittance flows to developing countries was predicted to total $414 billion in 2013 (an increase of 6.3 percent compared to 2012), and is ex40. Id.
41.
42.

GILOBAL ECONOMICS

PROSPECTS,

supra note 30, at 135.

GUIDE FOR COMPILERS AND USERS, supra note 15, at 1.

43. See BILLIONS IN MOTION, supra note 18, at 8.
44. Workers' Remittances, supra note 5.
45. Rocher & Pelletier, supra note 39, at 5-6.
46. Id. at 5.
47. TOWARDS HUMAN

RESILIENCE,

supra note 31, at 124.

48. Id.
49. See id. at 131.
50. Id. at 124.
51.

GUIDE FOR COMPILERS AND USERS, supra note 15, at 1.
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pected to reach $540 billion by 2016.52 It is estimated that the flow of
unrecorded remittance transfers through informal channels is 50 percent
larger than the flow of recorded transfers through formal channels. 53 The
flow of remittance transfers to developing countries has increased significantly over the fifteen year period spanning from 1995 to 2010.54 There
was a six-time increase in the total amount of inflows to developing countries during this period, from a level of $56 billion in 1995 to $334 billion
in 2010.55 Much of the growth during this time period can be attributed
to transfers to Asia, the Pacific, and Africa. 56 The volume of incoming
remittance transfers to Asia and the Pacific increased by an estimated 763
percent from 1995 through 2010.57 Based on the current levels of transfers, if the average cost of transferring remittances was reduced by 5 percent compared to the value sent, developing countries would stand to
receive over $16 billion in additional remittance flows on an annual
58
basis.
III.

A.

METHODS OF TRANSFER: FORMAL
AND INFORMAL CHANNELS

CHOOSING THE METHOD OF TRANSFER: BALANCING
RISK AGAINST COST

Migrant workers and other senders are faced with a decision about
whether to use formal or informal means to transfer remittances to their
home countries. This decision typically involves an analysis that balances
risk with cost. 59 Formal transfer mechanisms provide the best guarantee
of security for the sender and recipient parties, as well as for the economic system in a general sense because these transactions are subject to
anti-money laundering legislation. 60 Despite the advantages of formal
mechanisms, many immigrants and senders are driven to informal transfer channels because the costs associated with these transactions are
much lower, and obstacles such as the need to maintain an account at a
banking institution are not present.6 1 On the other hand, transfers made
using informal channels are subject to high risks, including the risk of
'62
"loss, theft, misappropriation and/or fraud of various kinds."
There are a variety of transfer mechanisms that fall into the categories
of formal and informal transfer channels. Formal transfer methods include the use of banks, credit unions, money transfer operators, and pos52. RECENT TRENDS AND OUTLOOK, supra note 4, at 1.
53. Ratha, supra note 3.
54. TOWARDS HUMAN RESILIENCE, supra note 31, at 125.

55. Id.
56. Id. at 127.
57. Id.
58. Remittance Prices Worldwide, supra note 4.

59. See ROLL

IN DLVILOPMENT,

supra note 2, at 151.

60. Rocher & Pelletier, supra note 39, at 9.
61. Id. at 10.

62. Id. at 11.
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tal services. 63 These transfer mechanisms are regulated by government
agencies that oversee their operations. 64 The formal remittance transfer
process involves a series of steps and a number of parties to the transaction. The key parties to the transaction are the sender, the remittance
service provider, and the receiving party.65 There are often two remittance service providers that take part in the transaction: one in the sending country and one in the receiving country. 66 In addition, these
providers may also use agents to either capture funds from the sending
party or disburse funds to the receiving party. 67 To initiate a transfer, the
sender pays the remittance to the service provider using cash, check,
money order, credit or debit card, or other method. 68 The sending service provider gives instructions to its agent in the receiving country to
deliver the remittance. 6 9 The agent in the receiving country then makes
the payment to the receiving party in the local currency, and the fee for
70
the currency conversion is typically charged to the sender.
On the other hand, informal mechanisms generally operate outside of
governmental regulation, and their use is driven by economic and social
concerns, and cultural practices. 7 1 Informal methods include the transfer
of money by hand-carries or a courier, sending money via ordinary mail,
or the use of a mechanism whereby intermediaries are used by the sender
and recipient and the funds are released following the disclosure of a
password by the recipient to the recipient's intermediary. 72 There is no
direct payment between the intermediaries, but rather the liabilities of
the intermediaries are settled at certain points in time. 73 This mechanism
is known by a variety of names depending on the region: "hawala" in
74
Pakistan and Bangladesh, "hundi" in India, and "fei ch'ien" in China.
Because informal mechanisms are not subject to governmental oversight,
informal transfer methods are sometimes used for illegal purposes such as
drug trafficking or to finance terrorism. 75 This paper focuses on the use
of formal channels, and the costs and disclosures associated with these
methods of transferring funds.

63.

Dui-CF RED[N, TiHE IMPACI OF INFORMAL TRANSFER MECHANISMS ON OFHICIAI
RIZMrr ANCF F-ows, 6 (2012), https://editorialexpress.com/cgi-bin/conference/

downIoad.cgi?db_name=resphd_2013&paperid=49.

64. Id.
65.
66.
67.
68.
69.

See GENERAL PRINCIPLES, supra note 1, at 2.
See id.
See id.
Ratha, supra note 3.
Id.

70.
71.
72.
73.
74.
75.

Id.
See Rol-E IN Diwi-,LOPMFNT, supra note 2, at 149-50.
Id.
Id.
Id.
Redfn, supra note 63, at 8.
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B.

IMPEDIMENTS TO THE USE OF FORMAL BANKING CHANNELS

There are a number of advantages to using formal banking channels,
but many times the cost of transfer is not the only obstacle to using formal mechanisms. A common obstacle for migrant workers who have
moved to foreign countries is a lack of understanding of the local language. 76 Another potential problem is that migrant workers may not possess the proper identification that is required to open a bank account, and
therefore cannot do business with certain banking institutions. 7 7 Banks
and credit unions typically require the sender to open a current account
at a location in the country where he or she lives. 78 For those who are
able to open a bank account, there may be minimum balance requirements that are difficult for a migrant worker earning a low salary to
meet. 79 Migrant workers that live from payday to payday may not be
able to maintain these minimum balances and must face high fees as a
result 80
There are a number of factors outside of the control of senders that
also affect their ability to use formal banking mechanisms. Money transfer operators have found difficulty with continuing to do business with
their correspondent banks due to increased scrutiny of money service
businesses for money laundering and terrorism financing prevention purposes since the attacks on the World Trade Center on September 11,
2001.81 Although regulation for anti-terrorism and other illegal purposes
is very important, a balance should be struck between regulation and
overregulation because the latter leads to a lack of competition in the
market, which increases prices. 82 Competition in the money transfer
market helps to reduce costs, improves the quality of the service provided, and also leads to the use of existing infrastructure to its maximum
potential. 83 Another obstacle is a lack of payment system infrastructure
in the home countries of the recipients of these transfers. 84 Remittance
service providers must have access to an adequate network of access
points in the receiving countries. 85 Many developing countries may not
have an adequate network of agents that can partner with these service
providers, especially in the rural areas of these countries. 86
76. GENERAL PRINCIPLES, supra note 1, at 3.

77. Id.
78. ROLE IN DEVELOPMENT, supra note 2, at 150.
79. See id. at 151.

80. Id.
81. Ratha, supra note 3; RECENT TRENDS AND OUTLOOK, supra note 4, at 1.

82. Ratha, supra note 3.
83. Massimo Cirasino, We Need to Fix the Leaks in Remittance Transfer Systems
Around the World, GUARDIAN PROF. (Feb. 8, 2013), available at http://www
.theguardian.com/global-development-professionals-network/2013/feb/08/lower
ing-remittance-costs-world-bank.
84. GENERAL PRINCIPLES, supra note 1, at 13-14.

85. Id.
86. Id.
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Lastly, the high costs associated with formal channels play a key role in
driving immigrants toward the use of informal transfer mechanisms. The
World Bank has identified a lack of transparency as the most important
factor leading to high remittance transfer prices. 87 Consumers are not
able to easily compare prices because there are a number of variables
that influence the cost of transfer, including the fee charged by the sending institution, the exchange rate margin, and possibly a fee charged to
the recipient. 88 This difficulty in comparing prices stifles competition because consumers are not aware of and cannot compare their traditional
method of transfer to other options, so they often continue to utilize informal mechanisms. 89 The lack of transparency when using formal banking mechanisms and the recent efforts to reform this problem are the
primary focus of this paper. The hope is that recent reform efforts will
help migrant workers to overcome the obstacles they face when transferring remittances and will drive them from the use of informal channels to
formal channels.
IV.

INTERNATIONAL REFORM EFFORTS
A.

EFFORTS BY THE WORLD BANK

Reform of the remittance transfer process must be analyzed from an
international standpoint because the high cost of transfer is a problem
that reaches across the globe and therefore requires a coordinated worldwide reform effort. The World Bank is a leader in the international effort
to reform the remittance transfer industry. The Payment Systems Development Group (PSDG) of the World Bank supports policy change for
international payment systems, and it has worked toward payment system
reform in over one hundred countries over the past twelve years. 90 The
PSDG seeks to enhance the efficiency of remittance transfers by improving both retail payment system structure and payment system oversight. 9'
The World Bank has committed itself to improving transparency and
enhancing competition in the remittance transfer market. 92 The Committee on Payment and Settlement Systems of the Bank for International
Settlements worked with the World Bank to publish the General Principles for International Remittance Services in January 2007.93 The General Principles guidance covers topics such as "transparency and
consumer protection, payment system infrastructure, legal and regulatory
87. Remittance Prices Worldwide, supra note 4.

88. Id.
89.
90.
91.
92.
93.

Id.
Remittances Activities and Projects, supra note 5.
Id.
Id.
See generally GENERAL PRINCIPLES, supra note 1; THE WORLD
TANCE PRICES COMPARISON

DATABASES: MINIMUM

BANK, R7MrIrREQUIREMENTS AND OVER-

POLICY STRATEGY 1, available at http://remittanceprices.worldbank.org/sites/
default/files/StandardsNationalDatabases.pdf [hereinafter MINIMUM REQUIREALl

MENTS].
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environment, market structure and competition, and governance and risk
management. '94 The G8, the G20, and the Financial Stability Forum
have endorsed this publication, and it is the only set of international stan95
dards in the field.
In 2008, the World Bank sought to improve transparency in the remittance industry through the creation of the Remittance Prices Worldwide
database. 96 This was the first global database for remittance prices, and it
currently provides information about the cost of transferring remittances
for approximately 220 country corridors worldwide. 97 The database coverage represents more than 60 percent of remittances transferred to developing countries.9 8 To compile the transfer fee reference information
for the database, the World Bank researchers pose as customers and contact individual firms within the different corridors. 99 These researchers
contact between eight and ten major remittance transfer service providers
within each corridor, which include the primary money transfer operators
and banks that actively transfer funds in the corridors. 0 0 The
benchmarks used for the comparison of transfer prices are transfers of
$200 and $500 in the local currency. 10 1 The data on pricing and speed of
transfer is collected within each corridor on the same day to control for
10 2
fluctuations in fee structures and exchange rates.
Increased transparency allows for increased competition because consumers are able to compare products and make informed choices about
the best method of transferring funds. 10 3 The Remittance Prices Worldwide database allows for the direct comparison of transfer prices in the
major corridors worldwide, and this information is easily accessible to
consumers online.' 0 4 Once consumers become knowledgeable about fees
related to the use of various transfer mechanisms, they are able to choose
lower-cost alternatives, which should ultimately drive market prices
down. 105
B.

COUNTRY-SPECIFIC EFFORTS

The World Bank has identified a lack of transparency as the most significant factor leading to the high cost of remittance transfers, and it has
94. Remittances Activities and Projects, supra note 5.

95. Id.
96. Id.
97. Id.; see also Remittance Prices Worldwide, supra note 4.
98. Remittances Activities and Projects, supra note 5.
99. Remittance Prices Worldwide: Methodology, Womn o BANK, http://remittanceprices

.worldbank.org/en/methodology (last visited Feb. 15, 2015).
100. Id.
101. Id.
102. Id.
103. See Remittance Prices Worldwide, supra note 4.
104. Remittance Prices Worldwide: National and Regional Databases Certified by the
World Bank, WORLD BANK, http://remittanceprices.worldbank.org/en/national-

and-regional-databases-certified-world-bank (last visited Feb. 15, 2015) [hereinafter National and Regional Databases].

105. Id.
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accordingly endorsed the creation of country-specific databases to be
used along with its own Remittance Prices Worldwide database. The
World Bank identified the creation of these publicly available databases
as one of the most efficient methods for improving transparency in the
market. 10 6 The data collection for databases compiled by national or regional authorities "can be more frequent, detailed, and tailored to the
needs of local communities." 10 7 Although these resources can be very
helpful, the Remittance Prices Worldwide database provides the advantage of a unified methodology.10 8
The majority of country-specific remittance price comparison websites
are government sponsored.1 09 The movement toward improving access
to remittance price information online at a country level was initiated by
the United Kingdom and Mexico, but the following countries have since
set up similar websites: France, Germany, Italy, the Netherlands, Australia, and New Zealand. 110 The first remittance price comparison website
was Send Money Home, which was launched out of the United Kingdom
in 2005.111 The World Bank has compiled a set of twelve mandatory requirements as well as optional guidance to be used for the creation of
national databases. 112 Among the mandatory requirements, include: the
use of at least two price points, the inclusion of sender fees and exchange
fees, the clear identification of total costs, the speed of the transaction,
the type of transfer service used, and a minimum market coverage of 60
percent in each corridor.11 3 Databases that meet the twelve requirements
established by the World Bank are permitted to use a symbol indicating
that they are certified by the World Bank. 114 The true impact of these
online databases remains to be seen, as the majority of the websites have
1 15
only been in existence for less than five years.
The European Union (EU) has also recognized the importance of remittance transfers to migrant workers living in the EU. It collects data
for remittance transfers sent through banks and transfer operators, and
the Statistical Office of the European Union, Eurostat, has published this
106. Id.
107. Id.
108. Id.
REQUIREMENTS, supra note 93, at 2.
110. Id. at 2-3. The country specific websites include the following: France: www.envoidargent.org; Germany: www.geldtransfair.de; Italy: www.mandasoldiacasa.it;
Mexico: www.remesamex.gob.mx; The Netherlands: www.geldnaarhuis.nl; Australia and New Zealand: www.sendmoneypacific.org; and the United Kingdom: www
.moneymove.org and www.sendmoneyhome.org. Id. at 3.

109. MINIMUM

111.

LEON ISSACS ET AL.,
ING

BARRIERS,
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REMIT[ANCES FOR DEVELOPING COUNTRIES, REMAIN-

CHALLENGES

AND) RECOMMENDATIONS

37 (2012), available at

http://ec.europa.eu/europeaid/sites/devco/files/study-eu-remittances-for-develop
ing-countries-final-20120730_en-ll.pdf [hereinafter EU REMITTANCES FOR
VELOPING COUNTRIES].

112.
113.
114.
115.

Id.
Id.
National and Regional Databases,supra note 104.
MINIMUM REQUIREMENTS, supra note 93, at 5.
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information since 2010.116 The Directive on Payment Services provides
legal requirements for the European market for payments.11 7 The Directive was intended to promote competition, increase transparency and
lower costs in the market." 8 The requirements currently only apply to
intra-EU transfers, although some Member States have chosen to expand
the scope of these requirements to cover transfers outside of the EU. 119
The Stockholm Programme also requested that the European Commission submit proposals regarding how to "further ensure efficient, secure
and low-cost remittance transfers ... as well as to evaluate the feasibility
of creating a common Union portal on remittances to inform migrants
about transfer costs and encourage competition among remittance service
providers.' 2 0 The Stockholm Programme is a set of guidelines and priorities for the European Union to work toward during the years 2010
until 2014 in the specific areas of justice, freedom, and security. 12 1 Currently, there are only individual websites created by Member States that
have price comparison and consumer information for migrants. 122 Although a European Union portal does not yet exist, the remittance price
information for most EU member countries is included in the Remittance
Prices Worldwide database maintained by the World Bank.' 23
C.

THE

5 X 5

OBJECTIVE

The goal of reducing remittance transfer costs was also formally
adopted by the G20. The first commitment to work toward remittance

reform was made during the G8 Sea Island Summit in 2004.124 It was
during this summit that the World Bank, with the purpose of facilitating
remittance flows, launched the Global Remittances Initiative. 125 The
goals set during the Sea Island Summit were reviewed at the G8 Outreach Meeting on Remittances held in Berlin during November 2007.126
The G8 members discussed the General Principles for International Re116. Workers' Remittances, supra note 5; see Frequently Asked Questions, EuR. COMMISSION: EUROSTAT, http://ec.europa.eu/eurostat/help/faq (visited Feb. 15, 2015).
117. Workers' Remittances, supra note 5.
118. Id.; Directive on Payment Services (PSD), EUR. COMMISSION, http://ec.europa.eu/
internal-market/payments/framework/index-en.htm (last updated Feb. 16, 2015).
119. Workers' Remittances, supra note 5; see generally Council Directive 07/64, 2007
O.J. (L 319) 1 (EC).
120. European Council Notice on The Stockholm Programme - An Open and Secure
Europe Serving and Protecting Citizens, 2010 O.J. (C 115) 29.
121. The Stockholm Programme:Summary of Legislation, EUR-LEX, http://eur-lex.euro
pa.eu/legal-content/EN/LSU/?uri=CELEX:52010XG0504(01 )&qid=1 4241346787
61 (last updated March, 16, 2010).
122. See EU REMITFANCES FOR DEVELOPING COUNTRIES, supra note 111, at 37.
123. See id.; AN ANALYSIS OF TRENDS IN rIE AVFRAGE TOTAL COST OF MIGRANT
REMIrANCE SERVICES, 1 (2013), available at http://remittanceprices.worldbank
.org/sites/default/files/RPWAnalysisQ2_2013_final.pdf.
124. G20 INFO. CTR., supra note 6, at 307.
125. Id.
126. BUNDESMINISTERIUM DER FINANZEN [FED. MINISTRY OF FIN., GERMANY], TImE 7
RECOMMENDATIONS OF THE G8 OUTREACH MEETING ON "REMITFANCES"
1
(2007), available at http://www.worldbank.org/afr/diaspora/200802hlseminar/7%20
Recommendations%20G8%200utreach.pdf.

INTERNATIONAL REMITTANCE TRANSFERS

2014]

551

mittance Services at this meeting and encouraged policymakers to use the
General Principles "to improve the regulatory framework of the remittance industry, foster competition, enhance transparency, and strengthen
consumer protection in their remittance markets.' 27 The G8 recognized
the efforts made by its member countries, the European Commission and
its bilateral partners in facilitating remittances, and it encouraged these
groups to work together in a collaborative effort toward this common
1 28
goal.
The goal of facilitating remittance transfers and lowering the costs re129
lated to these transfers was quantified at the G8 Summit at L'Aquila.
The G8 called for enhanced national and international cooperation to implement the goals set forth during the Berlin Summit in 2007.130 The
summit members also stated their intention of working together to
"achieve in particular the objective of a reduction of the global average
costs of transferring remittances from the present 10% to 5% in 5 years
through enhanced information, transparency, competition and cooperation with partners .... ,,131 This quantitative commitment to a reduction
of costs is known as the 5 x 5 Objective.1 32 During the G20 Cannes Summit in 2011, the G20 committed to working toward the reduction of the
average global cost of transferring remittances from 10 percent to 5 percent by 2014, which would result in the release of $15 billion annually to
recipient families. 133 The Cannes Final Compliance Report issued by the
G20 Research Group lists the compliance or lack thereof with a commitment to reduce remittance costs on an individual country basis for the
G20 countries. 134 Compliance was determined based on whether: (1) the
country "currently has average transfer costs valued at below 10% for
USD 200 and USD 500 [ 1 transfer amounts," (2) the country has "reduced outgoing transfer costs for remittances," or (3) the country has
"enacted policy that advances the World Bank General Principles For International Remittance Services." 1 35 According to the G20 Research
Group report, the majority of member countries achieved either full compliance or "work in progress" status, while approximately one-quarter of
36
the members were not in compliance.1
The United States was among the majority of member countries that
achieved full compliance with the commitment to reduce remittance
127.

Id. at 2.

128. Id.
129. 2009 G8 Summit, Declarationon Responsible Leadershipfor a Sustainable Future,
para. 134 (2009), available at http://www.g8italia2009.it/static/G8-Allegato/G8_De
claration 08_07_09 final,0.pdf.

130. Id.
131. Id.
132. 5 x 5 Objective, WORLD BANK, http://web.worldbank.org/WBSITE/EXTERNAL/
TOPICS/EXTFINANCIALSECTOR/0,,contentMDK:22383199-pagePK:210058piPK:210062-theSitePK:282885,00.html (last updated Nov. 9, 2009).
133. G20 INFO. CTR., supra note 6, at 306.
134. Id.
135. Id. at 308.
136. Id. at 306.
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transfer costs.' 37 The United States met the target of an average remittance transfer cost of 5 percent or lower for transfers of $500 U.S. dollars,
and had average transfer costs that were "substantially below" the global
average target of 10 percent of the value of the transaction for a transfer
of $200 U.S. dollars. 138 The goals of the United States set forth in the
Dodd-Frank Wall Street Reform and Consumer Protection Act (DoddFrank) that focus on the creation of new regulations at the federal level
and oversight of remittance transfers were also viewed as a positive factor
when determining compliance.1 39 This legislation enacted requirements
considered to be "landmark federal consumer protections" for immigrants seeking to send money to their families abroad, and it is analyzed
in further detail in the following section.' 40 The other countries that
achieved full compliance with the G20 initiatives included the United
14
Kingdom, Canada, India, Italy, Japan, and Russia. '
V.

REFORM EFFORTS IN THE UNITED STATES

A. SEcrION 1073

OF DODD-FRANK

Momentous protections for consumers seeking to transfer remittances
were introduced with the passage of the Dodd-Frank Act. Dodd-Frank
was signed by President Obama on July 21, 2010, and was intended to
"promote the financial stability of the United States by improving accountability and transparency in the financial system, to end 'too big to
fail"' and "to protect consumers from abusive financial services practices . . ." among other goals. 142 Upon signing the bill, President Obama
stated that the reforms were proposed to "provide certainty to everybody" following a time when lenders locked consumers into loans, mortgages, credit card agreements and other contracts that were complex and
contained hidden fees. 143 The bill was also intended to provide more information to consumers about costs and risks to give them the opportunity to make better financial decisions.' 4 4 The regulations set forth in
Section 1073 of the Act detail these goals as they relate to remittance
45
transfers.1
137. Id.

138. Id. at 322.
139. Id. at 323.
140. Betsy Cavendish, CFPB Remittance Rule is a Huge Win for Migrant Workers, AM.
BANKER (Oct. 15, 2013, 1:08 PM), http://www.americanbanker.com/bankthink/
CFPB-remittance-rule-is-a-huge-win-for-migrant-workers-1062828-1 .html.

141. G20

INFo. CTR.,

supra note 6, at 306.

142. Dodd-Frank Wall Street Reform and Consumer Protection Act, Pub. L. No. 111203, 124 Stat. 1376, 1376 (2010); Press Release, The White House, Remarks by the
President at Signing of Dodd-Frank Wall Street Reform and Consumer Protection
Act, (July 21, 2010, 11:34 AM), available at http://www.whitehouse.gov/the-press-

office/remarks-president-signing-dodd-frank-wall-street-reform-and-consumerprotection-act [hereinafter Remarks by the President].
143. Remarks by the President, supra note 142.
144. Id.
145. Dodd-Frank Wall Street Reform and Consumer Protection Act, Pub. L. No. 111203, sec. 1073, 124 Stat. 1376, 2060 (2010).
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The Electronic Fund Transfer Act (EFTA) was amended by Section
1073 of Dodd-Frank to include a new remittance transfers section.14 6 The
provisions set forth in this section include requirements for transfer providers to make specific disclosures and provide notices to consumers regarding their remittance transfers.1 47 Specifically, transfer providers must
make three disclosures in writing using a format that the remittance
sender can keep, which include the following: (1) a disclosure at the time
the sender requests the initiation of a transfer that describes the amount
of currency to be received by the recipient, the amount of the transfer
and fees charged by the remittance provider, and any exchange rate to be
used by the provider rounded to the nearest 1/100th of a point;148 (2) a
disclosure at the point in time when the sender pays the money to be
transferred that shows the information in (1) along with the delivery date
and the name and phone number or address of the recipient; 149 and (3) a
second disclosure when payment is made that explains the rights of the
sender in the case of an error and includes contact information for both
1 50
the transfer provider and the state agency that regulates the provider.
Dodd-Frank establishes a safe harbor from strict compliance with these
requirements, subject to the rules established by the Federal Reserve
Board, for transfer providers that are insured depository institutions and
insured credit unions.1 51 These institutions are able to meet the disclosure requirements as long as they "provide a reasonably accurate estimate of the foreign currency to be received" in the case that the transfer
is conducted using an asset account that the sender holds with the sending
institution and the transfer provider is unable to know "for reasons beyond its control" the exact amount of currency that the recipient shall
receive. 152 The Federal Reserve Board also has the authority to prescribe
similar rules for other transfer providers in the case that a recipient country or the transfer method used do not allow the transfer provider to
know the exact amount of currency that is to be received by the
5 3
recipient. 1
Lastly, Section 1073 sets forth consumer protections in the event that
there is an error during the transfer process and the promised amount is
not delivered to the recipient. 154 Upon the delivery of notice of an error
to a remittance transfer provider within 180 days of the transfer, the provider is required to resolve the error pursuant to the rules set forth in this
146. Id. § 1073(a)(4) (amending the Electronic Fund Transfer Act (15 U.S.C. 1693) to
include § 919 Remittance Transfers).
147. Id.
148. Id. § 1073(a)(4), § 919(a)(2)(A) (codified as amended at 15 USCA § 1693o-1

(2010)).
149.
150.
151.
152.
153.
154.

Id. § 1073(a)(4),
Id. § 1073(a)(4),
Id. § 1073(a)(4),
Id.
Id. § 1073(a)(4),
Id. § 1073(a)(4),

§ 919(a)(2)(B)(i) (codified as amended at 15 USCA § 1693o-1).
§ 919(a)(2)(B)(ii) (codified as amended at 15 USCA § 16930-1).
§ 919(a)(4)(A) (codified as amended at 15 USCA § 16930-1).
§ 919(c) (codified as amended at 15 USCA § 1693o-1).
§ 919(d) (codified as amended at 15 USCA § 1693o-1).
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section and to investigate the cause of the error. 155 The rules provide
consumers with several remedies in the case of an error, including the
receipt of a refund or a second attempt to complete the transfer at no
additional cost to the sender. 15 6 Dodd-Frank also gives the Federal Reserve Board the duty to establish "clear and appropriate standards for
remittance transfer providers with respect to error resolution relating to
' 157
remittance transfers.

B.

THE CONSUMER FINANCIAL PROTECTION BUREAU AND THE
REMITTANCE TRANSFER RULE

The Consumer Financial Protection Bureau (CFPB) is an agency established by Congress as part of the Dodd-Frank Act to consolidate authority over the federal protection of consumers. 15 8 The CFPB is an
independent bureau under the Federal Reserve Board "which shall regulate the offering and provision of consumer financial products or services
under the Federal consumer financial laws."1' 5 9 The Board of Governors
of the Federal Reserve transferred the authority to implement the Dodd60
Frank provisions related to the amendment of the EFTA to the CFPB.
The CFPB issued final rules in 2012 that amended Regulation E of the
existing Electronic Fund Transfer provisions and effectively implemented
Section 1073 of the Dodd-Frank Act.1 61 A 2013 final Remittance Transfer Rule became effective on October 28, 2013, thereby modifying the
previously established rules.' 62 The 2012 Final Rule implemented the
three disclosure requirements that were initially established by DoddFrank, as well as the error resolution standards and requirements. 163 The
2013 Final Rule changed the rules issued in 2012 by making the requirement to disclose transfer fees imposed by a recipient's institution optional
in certain circumstances, and by also making optional the requirement to
disclose taxes collected by an entity other than the transfer service
64
provider.'
Following the 2012 Final Rule, industry participants voiced concerns
regarding the cost and compliance difficulties faced by remittance transfer providers in certain situations.1 65 The requirements that caused concern included the requirement to disclose fees imposed by recipient
institutions and the requirement to disclose taxes imposed by an entity
155.
156.
157.
158.

Id. § 1073(a)(4), § 919(d)(1)(A) (codified as amended at 15 USCA § 1693o-1).
Id. § 1073(a)(4), § 919(d)(1)(B) (codified as amended at 15 USCA § 1693o-1).
Id. § 1073(a)(4), § 919(d)(2) (codified as amended at 15 USCA § 1693o-1).
Id. § 1011 (codified as amended at 12 USCA § 5491 (2010)); Creating the Consumer Bureau, CONSUMER FIN. PROTECTION BUREAU (CFPB), http://www.consumerfinance.gov/the-bureau/creatingthebureau/ (last visited Feb. 17, 2015).
159. § 1101, 124 Stat. at 1964 (codified at 12 U.S.C. 5491).
160. Electronic Fund Transfers (Regulation E), 78 Fed. Reg. 30,662, 30,663 (May 22,
2013) (codified at 12 C.F.R. pt. 1005).
161. Id.
162. Id. at 30,694.
163. Id. at 30,663-64.
164. Id. at 30,668.
165. Id. at 30,664.
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other that the provider, which includes taxes charged by various types of
foreign governments. 16 6 Lastly, the industry leaders expressed concern
over the requirement to resend or refund a transfer when the delivery
failure was caused by the receipt of incorrect information provided by the
sender. 167 Industry members argued that compliance with the requirement to disclose third party fees is overly burdensome, and in some cases
impossible, considering the number of institutions that are involved in
open network transfers and the lack of direct relationships with these
168
institutions.
After considering these concerns, the CFPB decided to exercise its exception authority established under section 904(c) of the EFIA to eliminate the requirements to disclose recipient institution fees and taxes
collected by an entity other than the remittance transfer provider when
calculating the amount to be received by the recipient. 16 9 As reasons to
support its decision, the CFPB cited concerns about delays in implementation of the Dodd-Frank Act and a reduction in access to transfers,
which would both cause substantial harm to consumers. 170 The Bureau
has expressed the belief that the majority of remittances are sent using
closed networks, and this exception does not apply to closed network
transfer providers because recipients in these networks receive the transferred funds from an agent of the provider.171 The safe harbor applies to
open network providers that deliver funds to a third party, but the 2013
Final Rule includes a requirement that these providers include a disclaimer on the required disclosures indicating "that the recipient may receive less due to fees charged by the recipient's bank . . .[and] due to
y
These transfer providers have the option of disclosing
foreign taxes." 172
an exact or estimated amount of the applicable fees or taxes.173 Industry
participants have expressed their support for the revised Final Rule as it
while also enallows their customers to benefit from the disclosure rules
74
joying continued access to remittance transfer services.'
166.
167.
168.
169.
170.

171.
172.

173.
174.

Id.
Id.
Id. at 30,670.
Id. at 30,668.
Id. at 30,672; Consumer InternationalPayments/Remittance Transfers, INDEP. COM
MUNITY. BANKERS OF AM. (ICBA), https://www.icba.org/industryresources/pay
mentscategory.cfm?IssuelD=1843&ListID=124846&catName=Consumer%20In
ternational%20Payments%2FRemittance %20Transfers&sn.ItemNumber=29632
(last visited Feb. 17, 2015) (explaining the concerns of the ICBA that the disclosure
requirements set forth in the 2012 rules would have resulted in the discontinuance
or severe limitation of the availability of remittance transfer services at community
banks).
78 Fed. Reg. at 30,672.
Id. at 30, 694.
Id.
See Press Release, ICBA, ICBA Supports Revisions to Remittance Rule (May 1,
2013) https://www.icba.org/news/newsreleasedetail.cfm?tn.itemnumber=1915&
itemnumber=161049&sn.itemnumber=1733&pf=l.
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VI.

ALTERNATIVE METHODS OF REDUCING
TRANSFER COSTS

A.

INCREASING TRANSPARENCY TO REDUCE COSTS
AND PROTECT CONSUMERS

The new disclosure requirements and error resolution procedures in
the United States have generally been embraced and supported by the
banking and transfer provider community. 175 The new requirements are
considered to be a significant victory for migrant workers that send
money back to their home countries.' 76 These rules and the databases
maintained by the World Bank and certain foreign countries provide consumers with increased transparency when it comes to remittance fees,
which gives them the ability to make an informed choice about which
remittance transfer provider to use. 177 The domestic reforms introduced
by Dodd-Frank and the recent amendment of the EFTA have brought
the United States into compliance with the World Bank's initiatives related to lowering remittance transfer costs and the 5 x 5 Objective. 178
The new disclosure requirements specifically address the World Bank's
concerns about a lack of transparency in the industry, which it identified
as the "most important factor leading to high remittance prices. '179
The flexibility that the new 2013 Final Rule provides allows for improved access to information without holding banking institutions to
strict requirements in cases where the disclosure of exact fees and taxes
may be very difficult, if not impossible.' 80 Some argue that the disclosure
requirements will discourage remittance transfers to war-torn countries;
and because such countries lack stable financial institutions, transfer
providers should not be held responsible for the delivery of the exact
amount promised.1 8' The new changes incorporated as part of the 2013
Final Rule allow for flexibility in the disclosure requirements to account
for a lack of access to pricing information in war-torn and other countries
where financial institutions may be unstable.' 82 The new rules allow for a
proper balance to be struck between providing accurate information to
consumers and imposing unreasonable costs of compliance on transfer
providers, especially in cases where compliance may not even be possible
for reasons outside of the transfer provider's control.
Although the United States has not set up a website specifically focused on providing consumers with remittance price information, consumers in the United States can access price information using the
Remittance Prices Worldwide database maintained by the World
175. Id.
176. Cavendish, supra note 140.
177. About Remittance Prices Worldwide, supra note 58.
178. G20 INFO. CIR., supra note 6, at 323.
179. About Remittance Prices Worldwide, supra note 58.

180. 78 Fed. Reg. at 30,718.
181. Cavendish, supra note 140.
182. 78 Fed. Reg. at 30,668.
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Bank. 183 Pricing information for remittance transfers sent from the
United States to a foreign country is available for thirty countries, including Brazil, China, India, Mexico, and Thailand. 184 Greater transparency
and consumer awareness concerning the variety of transfer provider
choices should eventually result in increased competition in the remittance transfer market. 85 Although the current global average cost for
transferring remittances remains at 7.99 percent, there is a hope that the
higher level of competition and transparency will eventually lead to a
186
The
more efficient market and lower costs of transfer in the future.
World Bank, the United States, and many foreign countries have made
significant strides toward achieving the goal of lowering remittance costs
by increasing transparency in the market, but there are a number of alternative methods for reducing remittance transfer costs that should also be
considered.
B.
1.

OTHER SOLUTIONS

Mobile Banking

Given the wide availability of mobile phones worldwide, many have
proposed the use of mobile phones and mobile banking as a means of
reducing the average cost of remittance transfers.1 87 There have been
significant changes in the remittance transfer market as a result of technological developments starting in the late 1990s. 188 Electronic transfer
mechanisms have grown in importance and have effectively both increased the speed of transfers and expanded consumer access to the remittance transfer market.' 89 For example, in 1995 approximately 50
percent of transfers were sent by electronic means in Mexico, and this
figure reached 97 percent by 2012.190 As of July 2012, approximately
three-quarters of the world's population had access to mobile phones and
this statistic continues to grow. 191 The number of pre- and post-paid mobile subscriptions has grown from less than one billion in 2000 to more
than six billion as of 2012, and approximately five billion of these sub183.

Remittance Prices Worldwide, supra note 4.
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186. Id.; Remittance Prices Worldwide, supra note 4, at 1.
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105 Nw. U. L. REv. CoitLoQuY 248, 252-54 (2011).
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FAVORED MonE RESOURCES SENT AT LowiR COSTS 1, 3 (2012), available at http:/
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bank.org/en/news/press-release/2012/07/17/mobile-phone-access-reaches-threequarters-planets-population.
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192
scriptions are attributed to developing countries.
Among the advantages of using mobile phones to send remittances is
less reliance on fixed-location access points as well as a reduction in
transfer costs. 193 This method of connecting access points is potentially
cheaper and more efficient than more widely used transfer mechanisms,
and many large technology companies are developing mobile payment
platforms that operate across banking and telecommunications networks. 194 In 2010, AT&T, T-Mobile, and Verizon Wireless announced a
joint venture with the purpose of building a national mobile commerce
network. 195 The goal was to build a payment network that relies on mobile phones to make point-of-sale purchases using smartphone and nearfield communication technology. 96 "Softcard" is currently available as a
free app that allows consumers to make payments using their mobile
phone.19 7 Some have suggested that this new technological development
could usher in a transition from a card-based to mobile-based payment
economy, and that mobile-based technology could become the primary
means for sending remittances. 198
The potentially significant reduction in the costs of transfer using mobile devices is primarily due to the use of access points that deliver funds
directly to the recipient. 199 The use of an individual person's mobile
phone as the primary distribution point instead of using fixed-location
agents to receive funds "resolves remittance transfer problems of both
access and cost. '' 2°° The traditional business model for remittance transfers relies heavily on fixed-location agents on both the sender and recipient sides of the transaction, and these agents charge operating fees that
reduce the amount of funds that the recipient party will ultimately receive. 20' Although there appears to be great potential for the use of mobile devices for remittance transfers, compliance with regulations related
to anti-terrorism and anti-money laundering poses an obstacle that wireless service providers and financial institutions must overcome in the
future. 202

192. Id.
193. Richard, supra note 187, at 253.
194. Id. at 253-54.
195. Press Release, AT&T, AT&T, T-Mobile and Verizon Wireless Announce Joint
Venture to Build National Mobile Commerce Network, AT&T News (Nov. 16,
2010), http://www.att.com/gen/press-room?pid=18767&cdvn=news&newsarticleid=
31369&mapcode=.

196. Id.
197. Get Started, SoFrCARD, https://www.gosoftcard.com/get-started.html
Feb. 17, 2015).
198. Richard, supra note 187, at 254.
199. Id. at 255.
200. Id.
201. Id.
202. ADOLFO ALBO ET AL., supra note 188, at 4.
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Bitcoin

Another method of transfer that has been proposed as a possible solution to reduce remittance transfer fees is the use of Bitcoin. Bitcoin is a
new currency that was first circulated in 2009 and has since become the
most widely known digital currency. 20 3 Bitcoin operates independently
of traditional banking institutions and there is no central authority to govern its supply. 20 4 To transfer money using Bitcoin, an individual must
first set up a Bitcoin "wallet" on their computer or mobile device, and
each wallet has a private key that is used to mathematically verify transactions. 20 5 Once a transaction is confirmed, it is included in a shared public ledger called a block chain, which is enforced using cryptography and
allows Bitcoin wallets to readjust their current balances. 20 6 Although
each transaction is recorded in a public log, the transfer process is anonythe
mous as only the wallet identification numbers are used to conduct
20 7
transaction, rather than the names of the senders and recipients.
Bitcoin has been championed as a revolutionary method of payment
because it is the first internet-based payment system that charges no fees
or very low fees (fractions of a penny) to transfer money.20 8 As Bitcoin
transfers operate directly between individuals and outside of traditional
banking channels, there are no middlemen involved in the transfer of
payments. 20 9 This method of transferring remittances is therefore similar
to the use of mobile banking in the sense that they both reduce operating
costs through the elimination of middlemen. 2 10 Proponents of Bitcoin
have pointed to international remittance transfers as an "immediately obvious and enormous area for Bitcoin-based innovation . . . " because

Bitcoin gives migrant workers the ability to transfer larger amounts of
money to their home countries, which in effect has a positive impact on
the economies of those countries. 2 11 These supporters also have cited the
ability of Bitcoin to bring a much greater portion of the world's populaand payment system as an advantage over
tion into the modern banking
212
other payment mechanisms.
Although Bitcoin appears to provide a solution to the problems of high
costs of transfer and limited access to payment systems, critics are wary
203. Noel Randewich, Factbox: What is Bitcoin and How Does it Work?, REUTERS
(Feb. 25, 2014, 6:47 PM), http://www.reuters.com/article/2014/02/25/us-bitcoin-

mtgox-factbox-idUSBREA1O21 M20140225.

204. Id.
205. How Does Bitcoin Work?, BitCOIN, https://bitcoin.org/en/how-it-works (last vis-

ited Feb. 19, 2015).
206. Id.
207. Jose Pagliery et al., What is Bitcoin?, CNN MoNE Y, http://money.cnn.com/in-

fographic/technology/what-is-bitcoin/ (last visited Feb. 19, 2015).
208. Marc Andreessen, Why Bitcoin Matters, N.Y. TIMES: DEALBOOK (Jan. 21, 2014,
11:54 AM), http://dealbook.nytimes.com/2014/01/21/why-bitcoin-matters/?-php=

true&_type=vblogs&_r=0.
209. Pagliery, supra note 206.
210. See id.

211. Andreessen, supra note 208.
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about the use of this so-called "revolutionary" technology for a variety of
reasons. 2 13 There is a concern that the lack of regulation allows users to
transfer money to pay for illegal drugs, terrorism, and other illegal purposes.2 14 This lack of control and oversight over illegal transactions and
money laundering would likely lead regulators to eventually impose similar anti-money laundering and anti-terrorism compliance requirements
on the Bitcoin transfer process as are used for traditional payment mechanisms. 215 Secondly, in the case that there is an error with the transaction, there is no remedy available because the funds are permanently
released to the recipient. 216 The only way to receive a refund is for the
sender to get the recipient's agreement to reverse the transaction. 217 This
is a stark contrast to the consumer-friendly error resolution requirements
that were set forth under Dodd-Frank and incorporated under the
EF-IA.218 Lastly, there are costs involved with providing the infrastructure that is needed to support the use of Bitcoin by the masses, rather
than the current limited use by "technologically savvy, wealthy folks who
trade them today. '2 19 Consumers in developing countries would need
computers, smartphones, or other devices to complete transactions using
Bitcoin and to store their bitcoins. 220 The companies that provide the
necessary infrastructure will likely charge fees to recoup their investment
221
and to be compensated for their assumption of risk.
Most recently, concerns about the volatility of Bitcoin as a form of currency and its susceptibility to fraud and theft were realized when Mt.
Gox, the largest exchange for bitcoins, announced its intention to file for
bankruptcy on February 28, 2014.222 Mt. Gox is a Tokyo-based exchange
that was created in 2010 and quickly became the most widely used market
for the purchase and sale of bitcoins. 223 Mt. Gox announced that it had
suffered the loss of approximately $480 million due to Bitcoin theft.224
The company had also suffered a number of technological failures in the
past, including a recent flaw in the Bitcoin computer code that led Mt.
213. See generally Alex Daley, Why Marc Andreessen is All Wrong About Bitcoin....
TALK MARKETS (Feb. 6, 2014, 4:53 PM), http://www.talkmarkets.com/content/

technology/why-marc-andreessen-is-alI-wrong-about-bitcoin?post=40321.
214. See Randewich, supra note 203.
215. See Daley, supra note 213.
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218. See Dodd-Frank Wall Street Reform and Consumer Protection Act, sec.
1073(a)(4), § 919(d), 124 Stat. at 2063 (2010).
219. Daley, supra note 213.
220. See id.
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222. Yoshifumi Takemoto & Sophie Knight, Mt. Gox Files for Bankruptcy, Hit with
Lawsuit, REUTERS (Feb. 28, 2014, 2:30 PM), http://www.reuters.com/article/2014/
02/28/us-bitcoin-mtgox-bankruptcy-idUSBREA1 ROFX20140228.
223. Nathanial Popper & Rachel Adams, Apparent Theft at Mt. Gox Shakes the Bitcoin
World, N.Y. TIMES (Feb. 25, 2014), http://www.nytimes.com/2014/O2/25/business/
apparent-theft-at-mt-gox-shakes-bitcoin-world.html.
224. Id.; Takemoto, supra note 222.

2014]

INTERNATIONAL REMITTANCE TRANSFERS

561

Gox to freeze withdrawals. 225 While the failure of Mt. Gox led to questions about the future of Bitcoin, a new exchange is currently being developed by SecondMarket. 2 26 The goal of SecondMarket is to create a
regulated market closer in similarity to the New York Stock Exchange
that will initially be restricted to large financial institutions rather than
individual members of the public. 227 It remains to be seen whether
SecondMarket will be able to give Bitcoin a second chance at becoming a
legitimate competitor of major currencies in circulation. 2 28 Ultimately,
the failure of Mt. Gox is an indication that the unregulated Bitcoin currency is not yet ready for mainstream use, but it is still too early to say
whether Bitcoin will eventually become a widely used medium of ex229
change for remittance transfers.
VII.

CONCLUSION

Remittance transfers are a vital source of funds not only for families
that receive remittance payments, but also for the economies of the recipient countries. The potentially significant fees charged by remittance
transfer providers drain much-needed funds from low-income families
and from the recipient countries as a whole. The concern over high remittance fees is global in scope and has only increased in importance in
recent years as the volume of remittance transfers has risen. Migrant
workers typically must engage in a balancing analysis to weigh risk and
cost considerations before deciding which method of transfer to use. This
analysis often leads them to favoring the use of risky informal mechanisms over formal banking channels because the lower fees associated
with information mechanisms allow them to send more money to their
families in their home countries.
The World Bank, the European Commission, and certain foreign countries have committed themselves to lowering international remittance
transfer prices and increasing competition by providing transparency in
the market. The General Principles for International Remittance Services, published by the World Bank, sets forth guidelines for the industry
and specifically focuses on the need for transparency. The Remittance
Prices Worldwide database serves as an easily accessible resource for migrant workers seeking to send money abroad and provides the knowledge
to allow them to make an informed decision when transferring funds.
Lastly, the 5 x 5 Objective established a quantitative goal to reduce global
average remittance transfer costs from 10 percent to 5 percent of the total
225. Popper & Adams, supra note 223.
226. Id.
227. Id.; see generally SECONDMARKET, https://www.secondmarket.com (last visited
Feb. 19, 2015) (containing further information about the goals and future of
SecondMarket).
228. Matt Krantz, SecondMarket Jumps to Give Legitimacy to Bitcoin, USA TODAY
(Feb. 27, 2014), http://www.usatoday.com/story/moneybusiness/2014/02/26/second
market-bitcoin-exchange-trading/5840593/.
229. See Randewich, supra note 203.
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value sent by the year 2014. Domestically, under Section 1073 of DoddFrank, the United States imposed landmark disclosure and error resolution requirements on financial institutions that provide international remittance transfer services. The 2013 Final Rule amending the EFTA
incorporates industry concerns regarding flexibility in the disclosure requirements in cases when it would be very difficult, if not impossible, to
ascertain recipient transfer provider fees and taxes. These changes
should provide for a proper balance between consumer protection and
allowing for continued access to remittance transfer services.
It remains to be seen whether the Remittance Prices Worldwide
database and country-specific databases will lead to a concrete reduction
in global average transfer prices as a result of increased competition in
the market. Significant strides have been made toward increasing consumer protections and providing for increased disclosure, but the progress toward lowering the average cost of transfer has been slower than
expected. The average cost of sending remittances remains at 7.99 percent instead of the 5 percent goal for 2014 established by the 5 x 5 Objective.230 At a minimum, these databases and the disclosure requirements
imposed by Dodd-Frank allow immigrants to have enough information to
make an informed decision regarding which transfer mechanism best fits
their needs. The availability of this information may also lead consumers
to favor the use of formal transfer channels such as banks and credit unions rather than continuing to use risky informal channels or relatively
expensive transfer providers such as Western Union. Financial institutions and consumer protection organizations should work toward increasing awareness in immigrant communities about the new disclosure
requirements and the benefits that immigrants receive as a result of these
new requirements.
Alternative transfer mechanisms such as mobile banking and Bitcoin
should be explored as means that have the potential to achieve a greater,
more immediate reduction in transfer costs. The development of mobile
banking and Bitcoin could potentially provide a revolutionary change in
the future of remittance transfers by drastically reducing transfer costs
and thereby benefitting both the low-income families of migrant workers,
as well as their home countries. The future impact of Softcard as a payment network and the new regulated Bitcoin exchange being developed
by SecondMarket is not yet fully understood. With the rapid pace of
technological development, it seems that it is only a matter of time before
these methods of transfer could provide serious competition for traditional remittance transfer providers. Even if these methods of transfer
are not quickly adopted by consumers, the threat of competition should
hopefully lead to a reduction in the prices charged by traditional providers. Between the recent international and domestic reform efforts and
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the development of new methods of transfer such as mobile banking and
Bitcoin, the future looks promising for the reduction of remittance transfer costs worldwide.
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